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1. INTRODUCTION 
 
Less Favoured Areas (LFAs) within the United Kingdom (UK) are 
characterised by semi-natural habitats supporting a variety of rare plant 
and animal species.  Maintenance of these valued environmental 
conditions relies heavily upon traditional low-intensity livestock farming 
systems.  In turn, the commercial viability of these farming systems has 
become increasingly dependent upon policy support, in particular 
headage payments, not only in the specific case of LFAs but also in 
general agricultural policy: for example, the Hill Livestock 
Compensatory Amounts (HLCAs), the Beef Special Premium, and the 
Sheep Annual Premium. 
 
Unfortunately, the direct coupling of these payments to production has 
encouraged higher stocking levels.  This has led to over-grazing and 
subsequent environmental degradation in some places.  Given that the 
Agenda 2000 reforms have increased the size of headage payments 
available generally, there is some concern that the trend towards higher 
stocking rates will be maintained, leading to further environmental 
damage in vulnerable locations (Winter et al., 1998).  However, under the 
Rural Development Regulation also agreed under Agenda 2000, HLCA 
headage payments will be switched to an area basis (Farmers Weekly, 
1999; MAFF, 1999). 
 
Environmental organisations support this switch as a partial attempt to 
decouple income support from production (ENTEC, 1999; Wildlife and 
Countryside Agencies, 1999).  However, it is not certain that switching 
the HLCA headage payments alone will be sufficient to induce reductions 
in livestock intensity, given the continuing availability of other headage 
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payments (Drew Associates, 1997).  Moreover, a switch to area payments 
will not affect all farms equally: some may gain financially while some 
may lose (Edgell, 1997). 
 
This report describes research undertaken on behalf of the North and East 
Yorkshire Team of English Nature into the potential impacts of policy 
reforms within the LFA of the Yorkshire Dales and Northern Pennines 
area.  The research is a follow-up to some earlier, preliminary work in the 
same area (Venus, 1997).  Focusing on a regional study area 
complements broader, national studies (e.g. ENTEC, 1999) by providing 
local insights.  That is, agricultural and environmental characteristics 
display considerable heterogeneity across the UK.  Consequently, 
different regions may respond differently to policy reforms in terms of 
production adjustments and associated environmental impacts.  It should 
be noted that the research reported here was undertaken before final 
agreement was reached on the Agenda 2000 package.  Hence results 
discussed here are for the proposed, rather than the actual, reform 
package.  Nevertheless, the results presented here remain broadly 
indicative of likely impacts. 
 
The remainder of the report is structured as follows.  The next section 
describes the study area and the characteristics of the farms modelled.  In 
the third section, the partial-budgeting methodology employed is 
described.  The fourth section details the development of the scenarios 
modelled.  These scenarios range from reform of HLCA payments to an 
area basis and changes in support under the general umbrella of Agenda 
2000, to more radical reform possibilities such as a complete switch in all 
direct livestock support to area-based payments.  The fifth section 
presents the results of the analysis; firstly in terms of the financial results; 
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then reporting the farmers’ reactions to seeing the implications of reform 
on their farm businesses; and thirdly from an environmental perspective.  
The sixth section discusses the results.  Section seven concludes. 
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2. STUDY AREA FARMS 
 
The study area is characterised by semi-natural grassland habitats and is 
dominated by hill and upland livestock agriculture.  That is, the majority 
of farms manage pure-bred sheep flocks and/or suckler cow herds.  
However, some heterogeneity is evident within this farm population in 
terms of farm size, enterprise mix and production technique. 
 
For the purposes of this study, 10 case-study farms were selected to 
represent this heterogeneity, as shown in Table 1.  These farms were 
partly selected due to detailed environmental information being available 
for each of them in the form of Phase 1 (and sometimes Phase 2) cover 
survey data.  This was due to participation in one or more existing agri-
environment schemes and good working relationships with environmental 
officers in the area.  Availability of such data eases identification of any 
environmental implications of predicted farm responses to policy 
changes.  A basic summary of the environmental resources of individual 
farm units is provided in Table 2. 
 
All of the farms are located in the LFA, the majority of the land area 
being in the Severely Disadvantaged Areas (SDA), although a minority of 
the farms only have Disadvantaged Area (DA) land. 
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Table 1: Summary of the farms used in the project 
Farm  
Number 
Total 
Area 
(ha) 
Meadow 
Area 
(ha) 
Pasture 
Area 
(ha) 
Moorland 
Area 
(ha) 
Farming System 
RF1 285 35 70 180 Pure-bred sheep. Dairy 
enterprise. 
RF2 470 40 30 400 Pure-bred sheep. Suckler cows. 
RF3 575 15 100 460 Pure bred and cross bred sheep. 
RF4 650 50 150 450 Crossbred sheep. Suckler cows. 
RF5 150 10 80 60 Pure-bred sheep.  Suckler cows. 
RF6 90 25 40 25 Pure-bred sheep. Suckler cows. 
RF7 1020 20 550 450 Pure-bred sheep. Suckler cows. 
RF8 415 25 40 350 Pure/crossbred sheep. Suckler 
cows 
RF9 625 35 40 550 Pure/crossbred sheep. Suckler 
cows. 
RF10 1100 50 200 850 Pure-bred sheep. Suckler cows. 
 
Table 2: Environmental audit data for the study farms 
Farm Area of 
SSSI 
Key habitats and 
species 
Other habitats/species of 
importance 
Environment 
schemes 
RF1 180 ha Dry heath. 
Golden Plover/Merlin. 
  
RF2 250 ha Blanket bog. Northern hay meadow. 
Rush pasture. 
ESAa, WESb 
RF3 90 ha Limestone grassland. 
Limestone pavement. 
Hay meadow, 
Dry heath. 
Northern Brown Argus. 
ESA, CSSc, 
WES 
RF4 250 ha Blanket bog. Limestone grassland. 
Waders. 
CSS, FCSd 
RF5 65 ha Limestone grassland.  FCS 
RF6 24 ha Hay meadow.  WES 
RF7 550 ha Limestone grassland. 
Limestone pavement. 
Blanket bog. 
Golden Plover 
Dry heath. 
Limestone flush. 
WES 
RF8 12 ha Northern hay meadow. Blanket bog. 
Rush pasture. 
ESA, CSS, 
WES 
RF9 525 ha Blanket bog.  ESA,WES 
RF10 270 ha Limestone grassland. 
Limestone pavement. 
Blanket bog. 
Limestone streams. 
WES 
a
 Environmentally Sensitive Areas Scheme 
b
 Wildlife Enhancement Scheme 
c
 Countryside Stewardship Scheme 
d
 Farm Conservation Scheme. 
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3. METHODOLOGY 
 
Farm-level impacts of changing market and policy signals may be viewed 
as occurring in two stages.  Price and/or premia changes may translate 
immediately into altered revenue levels for a farmer.  This may be 
referred to as a first-order effect.  However, a farmer will typically react 
to changing market and policy signals by altering production patterns and 
this response may be referred to as a second-order effect.  For example, a 
price reduction may translate immediately into a lower total revenue for a 
farmer's calf sales (a first-order effect), but then lead to a subsequent 
change in the manner in which calves are reared, or even a shift out of 
beef production altogether (second-order effects).  Second-order effects 
are of more interest since they more accurately reflect adjustments to 
input and output mixes. 
 
However, specification of second-order effects entails identification of 
on-farm substitution possibilities between different inputs (e.g. land and 
fertiliser) and different outputs (e.g. lambs and calves), given prevailing 
resource and technology constraints.  This requires economic analysis 
and can be approached in a variety of manners (e.g. see Carlson et. al., 
1993).  For example, it is possible to utilise sophisticated mathematical 
algorithms to optimise farm production plans under different market and 
policy scenarios (e.g. Oglethorpe, 1995; Bowley & Oglethorpe, 1999).  
However, such approaches frequently require detailed financial and 
management data and invariably involve considerable 'de-bugging' and 
refinement (e.g. Pannell et al., 1996).  Hence, a comparatively simple 
approach was adopted here. 
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More specifically, following Venus (1997), partial-budget models were 
constructed for each of the 10 case-study farms to describe current (base 
line) cost and revenue levels.  These were then adjusted to reflect 
alternative price and premia rates under Agenda 2000 scenarios, 
including reform to LFAs through the switch to area-based payments (see 
Section 4, below).  This gave static first-order effects, in terms of reduced 
farm revenues. The models were developed in a spreadsheet form, 
making them relatively transparent and easy to manipulate. 
 
The predicted first-order effects were then discussed with the appropriate 
farmer to ascertain likely production responses.  This avoided 'second-
guessing' individual farm adjustments and improved accuracy of the 
modelling exercise.  A farmer's stated production response (i.e. changes 
to input and output mixes) was then fed back into the partial-budget to 
estimate net effects on costs and revenues.  Despite the simplicity of the 
models, this two-stage modelling process inevitably rendered the exercise 
relatively data intensive.  That is, each farm model occupied 16 
worksheets of the spreadsheet computing package. 
 
Discussion of first and second-order effects with individual farmers also 
generated additional (qualitative) insights into higher-order effects.  That 
is, whereas second-order effects reflect production responses in the short 
to medium term, farmers also indicated possible longer term responses.  
For example, in addition to revealing changes to fertiliser usage and 
livestock numbers, they also revealed intentions to go part-time or 
increase farm size.  Such information is of particular relevance at the 
local level for agencies charged with environmental management in the 
study area. 
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4. SCENARIO DEVELOPMENT 
 
The modelling work for this project was undertaken before final 
agreement on Agenda 2000 proposals was reached (in March 1999).  
Rather, on the basis of draft regulations issued in March 1998, 15 
different policy scenarios were explored.  These scenarios ranged from 
minor, e.g. slight price reductions, through to quite radical changes in 
support to farmers, e.g. a total switch to area-based support measures.  
These scenarios were based primarily on policy reforms from the draft 
regulations but with more radical policy reforms as considered by the 
Wildlife and Countryside Agencies of England and Wales.  In light of the 
now agreed Agenda 2000 package, it is clear that some of these scenarios 
are inappropriate.  Consequently, for the purposes of this report, attention 
is focused solely on what now appear to be politically plausible scenarios.  
These are specified in Table 3, and are explained in more detail below. 
 
The baseline year chosen for the construction of this modelling exercise 
was 1997.  The choice of year is an arbitrary one and incorporates a 
number of unavoidable factors that cause fluctuations in market 
conditions: 1997 lies immediately before the drastic fall in sheep prices 
but after the fall in cattle prices due to the effects of BSE. 
 
The baseline scenario simply represents the existing market and policy 
conditions.  Each of the four options modelled comprises three elements: 
firstly support through reformed LFA policy; secondly changes in the 
livestock support regimes in line with the draft regulations of Agenda 
2000; and thirdly support through agri-environment schemes.  Each of the 
four options modelled consists of increased payments in return for the 
farmers agreeing to increased environmental conditions associated with
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Table 3: Reported Scenarios 
Scenario Description 
Base line Existing market & policy conditions (1997). 
Option One: Basic rate area-based LFA payments subject to 
minimum standard environmental conditions. 
 Changes in livestock support regimes in line with 
the draft regulations of Agenda 20001. 
 Existing agri-environment schemes. 
Option Two: Differentiated area based LFA payments. 
 Changes in livestock support regimes in line with 
the draft regulations of Agenda 2000. 
 Existing agri-environment schemes. 
Option Three: Differentiated area-based LFA payments. 
 Changes in CAP support in line with the draft 
regulations of Agenda 2000. 
 Revised whole farm agri-environment schemes.  
Whole farm entered in at Tier-1 of the proposed 
new scheme. 
Option Four: Differentiated area-based LFA payments. 
 Changes in CAP support in line with the draft 
regulations of Agenda 2000 
 Revised whole farm agri-environment schemes.  
Whole farm entered in at Tier-2 of the new 
scheme. 
 
each of the policy options.  The targeting of higher payments, especially 
on the more intensively cultivated inbye land, in effect compensates 
farmers for the higher environmental conditions that they have to meet 
and the likely impact this may have on farm incomes. 
 
The following sub-sections describe in more detail the exact conditions 
modelled under the four options. 
 
 
                                                          
1
  In essence these were the further decoupling of support through reductions in commodity prices and 
increases in payments on extensively reared livestock. 
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4.1 Area-based LFA payments 
 
Two alternative area-payment structures were specified.  In the first, a 
flat-rate area HLCA payment of £14/ha was explored.  In the second, a 
payment of £5/ha for moorland and a payment of £30/ha for non-
moorland areas were explored.  Differentiating payments by ‘the 
moorland line’ has been suggested by the Wildlife and Countryside 
Agencies as a means of targeting a limited budget on the more intensively 
managed non-moorland areas (pers. comm. English Nature).  The 
payment rates were calculated by assuming that current HLCA 
expenditure represents the maximum budget for future area payments.  
For England, this amounts to £27.1m over 1.9m ha, of which 
approximately 65% lies above the moorland line (pers. comm. English 
Nature). 
 
Use of the moorland line to target higher payments at the more 
intensively managed inbye land is just one of many targeting options.  
Parsisson and Moxey (1999) discuss some further options and issues of 
targeting area HLCA payments.  However, the Wildlife and Countryside 
Agencies consider that any switch to area HLCA payments should bring 
with it the requirement of minimum environmental standards.  A list of 
possible standards used in this study is given in appendix A.  These 
emphasise the importance of whole-farm conservation with potential 
stock reductions, for both HLCA and agri-environment schemes, 
resulting in removal from the holding not just the area within the 
agreement. 
 
 
 
 11
4.2 Changes in CAP support in line with the Draft regulations 
 
The changes in support payments modelled were those contained in the 
draft regulations of Agenda 2000.  Although the final agreement for 
Agenda 2000, reached at the Berlin Conference in March 1999 contained 
some changes from those contained in the draft regulations, the values 
used remain reasonably accurate (see Appendix B).  Essentially, the 
proposed changes reduce the market support element and switch support 
to payments on numbers of livestock.  Additional extensification 
payments are available up to maximum stocking levels. 
 
The Wildlife and Countryside Agencies criticised a number of these 
policy developments, lobbying for area-based payments to further 
decouple support away from headage payments in pursuit of more 
extensive and sustainable farming systems (Wildlife and Countryside 
Agencies, 1999).  In addition, the draft regulations contained proposals 
for the establishment of ‘national envelopes’ from which additional 
payments could be made on bovine livestock.  Indeed it must be 
emphasised that all the changes in support payments on livestock only 
included cattle and excluded any reform of the sheepmeat regime.  Again, 
this attracted much criticism from the Wildlife and Countryside 
Agencies. 
 
4.3 Existing agri-environment schemes 
 
The study area is an area of 'High Natural Value' and has a number of 
land use designations.  At present many farmers in the area have already 
entered into agreements with the MAFF and English Nature and are 
receiving payments for agreeing to farm in a more environmentally 
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sensitive manner.  The first two reported scenario options use the existing 
agri-environmental schemes and calculate the contributions that these 
make to the farm budgets.  Examples of the schemes include the Wildlife 
Enhancement Scheme (WES), the Countryside Stewardship Scheme 
(CSS), the Pennine Dales ESA, the Yorkshire Dales National Parks Farm 
Conservation Scheme, and the Woodland Grant Scheme.  The majority of 
farms also encompass SSSIs. 
 
4.4 Revised agri-environment schemes 
 
The second central theme of this study was analysis of the potential 
implications of introducing new agri-environment schemes.  It must be 
stressed that this element of the project was strictly hypothetical but 
nevertheless provides valuable input into the debate on the future reform 
of the CAP.  The details of the revised agri-environment scheme are 
included in appendix C.  The basic themes of the scheme are derived 
from current schemes in the study area, most notably the ESA, WES and 
CSS. 
 
The proposed scheme has two tiers.  Under Tier-1, farmers receive a 
lower level of direct, decoupled payments in return for complying with 
basic management prescriptions.  Under Tier-2, higher payment rates are 
available in return for compliance with more exacting prescriptions.  For 
example, in return for £120/ha under Tier-1, farmers agree to manage 
meadowland in an extensive manner by: observing stocking densities; 
limiting the use of fertiliser applications; excluding livestock from 
botanically rich areas for certain periods of the year; and restricting the 
cutting of silage or hay before certain dates.  Under Tier-2, in return for 
£300/ha, farmers agree to further constraints on meadow management, 
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such as no application of inorganic fertiliser and only occasional 
applications of organic fertiliser.  It should be emphasised that this policy 
is assumed to be a whole farm policy, unlike for instance the current ESA 
or WES schemes that are more menu driven and piecemeal. 
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5. RESULTS 
 
Results of the research may be broken down into three sections: financial 
results from the partial budgeting models; qualitative statements from the 
farmers; and environmental implications arising from the preceding two 
sets of results.  
 
5.1 Financial results 
 
This section presents results of the modelling exercises in graphical form 
to ease interpretation (see Figures 1 – 5).  Each graph consists of five 
stacked bars.  The baseline scenario is the current situation on each farm, 
scenario options 1 to 4 have been described above.  In each bar, segments 
below zero represent the fixed and variable costs.  Moving above zero, 
segments then represent revenue from the following sources: cattle sold 
at market; suckler cow premium (SCP); beef special premium (BSP); 
milk sales; dairy cow premium; sheep sold at market; sheep subsidies 
(SAP); Less Favoured Area (LFA) payments; agri-environment scheme 
payments.  Not all segments are present in each bar since not all farms 
receive revenue from each potential source under each scenario.  The 
difference between the depth of a bar below zero and its height above 
zero represents net farm income. Although each of the scenarios was 
applied to each of the 10 case-study farms, for brevity, only the results of 
five farms are presented here.  
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5.1.1 RF3: Sheep only enterprise (see Figure 1) 
 
The farm modelled extends to some 575 ha divided into 460 ha of 
moorland and 115 ha of meadows and semi-improved pasture.  The farm 
supports a flock of 650 Swaledale ewes, 400 going to a Blue-faced 
Leicester tup and 250 to a Swaledale.  The farm had previously sold off 
its suckler cow herd and constructed a sheep shed.  A significant area of 
the farm is already entered into Tier-1 of the existing ESA scheme. 
 
This farm gains under all four scenario options.  For the switch to area-
based LFA payments, this farm’s revenue, from that source, increases by 
118% for the flat rate payment and 51% for the differentiated payments.  
However the current level of LFA payments contribute a relatively small 
amount to total net farm income.  Under options 1 and 2, the changes in 
net farm income are modest; under option 3 the increase in net farm 
income is 26.6% and under option 4, 74%.  These increases correspond 
highly with the changes in revenue from the agri-environment schemes of 
25% under option 3 and 90% for option 4.  These very large increases in 
subsidy payments more than account for the losses associated with the 
reduction in livestock numbers that are necessary to fulfil the 
environmental requirements of the scheme.  To adjust to the requirements 
for Tier-1 of the new agri-environment scheme, the farmer estimates that 
he will have to reduce sheep numbers by 6.5% and make adjustments in 
variable costs but would not have to change any fixed costs.  To meet the 
requirements of Tier-2 the farmer feels that it would be necessary to 
reduce ewe numbers by 32%, again with changes in variable costs but not 
to fixed costs.  Yet the graph clearly demonstrates that the fall in revenue 
associated with this fall in sheep numbers is more than compensated for 
by the increase in income from the new agri-environment scheme. 
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The main drivers for the general gains that this farm experiences are the 
relatively large area of the farm and the adoption of more extensive 
farming methods.  This adoption of new practices is primarily due to 
participation in the ESA (Tier-1) scheme and so payments under the new 
agri-environment scheme will result in an additional boost to income 
without having to alter farming practices radically. 
 
In addition to the scenarios presented here, reform of the sheep sector was 
also modelled.  The general movement of this reform was in line with the 
cattle sector. Even under these additional reforms, the large extensive 
sheep farm still produced positive gains in net farm income over the 
baseline scenario.  The main driver for this is the large area of the holding 
and the area based nature of all agri-environment payments.  This farm, 
which concentrates only on sheep production, will tend to benefit from 
the Agenda 2000 CAP reform since sheep were not included in these 
reforms. 
 
5.1.2 RF6: Small, extensive cattle and sheep enterprise (see Figure 2) 
 
The farm modelled extends to some 90 hectares and supports a flock of 
280 ewes and 16 suckler cows.  The farm area contains traditionally 
managed hay meadows and pastures and for this reason some of the land 
area is designated a SSSI.  The farm has maintained a traditional 
extensive method of farming. 
 
This farm provides an interesting case study to model since the farm is 
run in a very traditional way with no purchased inputs.  The net farm 
income is small, ranging from £14,000 p.a. under the baseline scenario, to 
£17,500 p.a. under option 4.  However, it must be noted that although 
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small, the net farm income increases even when the second-order effects 
have been included. 
 
With the switch to area LFA payments, the LFA-derived revenue falls by 
14% under the flat-rate payment but increases by 40% with the 
differentiated payments.  In terms of the LFA payments that this farm 
receives, this is an increase of £600 or nearly 40% when the payments are 
area-based rather than headage-based.  However, the revenue from LFA 
payments is small in terms of the value of total output.  This increase is 
comparatively small due to the relative size of the holding. 
 
To fit in with the stocking restrictions for Tier-1 (option 3) of the agri-
environment scheme, the farmer suggested that he would have to reduce 
sheep numbers by some 11%, although no reduction in cattle numbers 
would be necessary.  To comply with the standards for Tier-2 (option 4), 
a reduction of 36% for sheep (100 ewes) and cow numbers by a similar 
percentage (six cows) would be necessary.  However, the reduction in 
livestock numbers is more than offset by the increase in agri-environment 
payments which rise from £3,000 under the baseline, to £14,000 under 
option 4, an increase of some 380%. 
 
5.1.3 RF10: Large, extensive cattle and sheep enterprise (see Figure 3) 
 
The farm modelled extends to some 1100 ha and supports a pure bred 
sheep flock of 1000 ewes and 45 suckler cows.  The farm area contains 
SSSI-designated meadow pastures and limestone-rich grassland.  The 
farm is let on a 10 year tenancy subject to a number of environmental 
conditions in line with the landlord’s conservation objectives. 
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This farm is already managed in an extensive manner under the restricted 
tenancy.  In terms of LFA reform, this farm gains due to two factors.  
First, the restricted tenancy conditions mean the number of livestock has 
previously been reduced.  This means reduced revenue from the current 
headage-based payment system.  Second, the large area means that the 
revenue from area-based payments is relatively significant.  The growth 
in revenue under the switch from the headage system to the flat-rate 
payment is 98.5%.  This reduces to 50% when the differentiated 
payments are introduced. 
 
The requirements to enter the revised agri-environment scheme under 
Tier-1would be achieved with little adjustment.  Therefore, under option 
3, the extra agri-environmental payments received serve to boost net farm 
income by some 112%.  This figure is skewed since the loss of income 
associated with meeting Tier-1 environment conditions had already been 
incorporated into the tenancy through reduced rent.  This effect is further 
exacerbated under option 4 (Tier-2) where net farm income grows by 
263%. 
 
Under option 4, livestock numbers would have to be reduced if the whole 
farm was to enter under Tier-2 of the agri-environment policy.  To 
achieve the necessary environmental requirements the farmer estimates 
that sheep numbers would have to be reduced by some 60% and cattle 
numbers by 55%.  However, when adjustments have also been made to 
costs, the net farm income increases over the baseline level by 263%. 
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5.1.4 RF4: Intensive sheep and cattle enterprise (see Figure 4) 
 
This farm extends to some 650 ha and is intensively operated.  The farm 
supports a flock of 900 sheep and 100 suckler cows.  The farm has 
recently undertaken major capital investment. 
 
This case study farm provides an interesting comparison with the others 
presented in this report since it is run very intensively and has recently 
invested in equipment and buildings to continue in this manner.  The 
switch to area-based LFA payments means a reduction in LFA payments.  
Under flat-rate area-based payments, the revenue received falls by 15%.  
Under the differentiated area-based payments, revenue falls by 24%.  
This is an expected result since the headage-based LFA payments 
encourage intensification of production at the expense sustainable 
management of the semi-natural vegetation and other features. 
 
Under option 3 it was assumed that the intensive cattle enterprise was 
removed and replaced with an extensive suckler cow herd that is more 
typical of farming systems in the hill and upland areas.  If the farmer was 
willing to make this radical adjustment, then the net farm income of the 
farm rises by some 45% over the baseline.  This interesting result is 
explained due to the following factors.  Substantial savings are made on 
the variable costs associated with the intensive cattle enterprise with the 
major saving being the dramatically reduced feed bills (concentrates and 
bought-in fodder).  Savings made on the fixed costs are due to reduced 
contract work and the reduced demand for hired labour. 
 
When asked to comment on likely changes for option 4 (Tier-2 of the 
revised agri-environment scheme), the farmer felt that the changes were 
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completely unfeasible since it was too radically different from the present 
enterprise composition, given the recent capital investment that had been 
undertaken.  When pressed the farmer expressed the opinion that he had 
no desire to farm in such a manner and would probably look to relocate. 
 
5.1.5 RF1: Upland Dairy (see Figure 5) 
 
This farm is an upland dairy farm extending to some 285 ha.  The farm 
area contains moorland designated as a SSSI.  The farm supports a sheep 
flock of 700 ewes and a herd of 50 dairy cows.  The inclusion of an 
upland dairy farm in this study was felt to be important because of the 
rate at which farmers appear to be moving out of dairying within the 
study area. 
 
With the switch to area-based payments, this farm’s revenue from LFA 
payments increases by 2.7% with the flat rate payment.2  When the 
payments are differentiated, the revenue from LFA payments returns to 
near the headage-based figure.  This is the only farm for which the switch 
to area-based payments has little effect. 
 
Under the revised agri-environment scheme, the payments received rise 
from zero under the baseline scenario to £12,000 under Tier-1 (option 3).  
However, to comply with the environmental requirements associated with 
the scheme, the farmer felt it would be necessary to move out of sheep 
farming entirely.  This implies that the moorland area would be ‘deserted’ 
since the farmer would not use it in the management of the dairy herd.  If 
this course of action was followed, then the net farm income would fall 
                                                          
2
 The revenue from the HLCA payments are made on the sheep since dairy cows do 
not attract HLCA payments. 
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by 46%.  The requirements of Tier-2 (option 4) were too radical to be 
adapted and the farm stay in dairying.  The farmer was unwilling to get 
out of dairying and talked of increasing the size of the dairy herd in the 
short to medium term to compensate for the potential loss of income.   
 
5.1.6 Income parity preservation 
 
The final part of this section examines the specific question of the level at 
which the area-based payments must be set to maintain farm income 
parity with the baseline, when farms comply with Tier-1 of the proposed 
agri-environment scheme.  Table 4 reports the results of this analysis.  
The baseline net farm income column reports current income after costs 
have been subtracted from market sales revenue and any support premia 
payments.  The ‘Tier-1’ figure is the income level achieved under Tier-1 
conditions after costs have been subtracted from market revenue and 
extensification premia, but before any area payments have been received.  
The minimum area payment required to return each farm’s income level 
to the baseline value is reported in the final column. 
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Table 4: Area based payment levels to maintain baseline net farm 
income. 
Farm Total Area Net Farm income 
(£/farm) 
Area payment 
 (ha) Base Line3 Tier-14 £/ha 
RF1 285 53,000 23,622 68.9 
RF2 470 32,000 -5,560 80.0 
RF3 575 26,500 21,070 9.6 
RF4 650 56,800 28,611 44.7 
RF5 150 30,000 24,438 35.3 
RF6 90 13,800 6,556.4 82.3 
RF7 1020 24,750 13,509 11.3 
RF8 415 35,500 14,436 52.2 
RF9 625 23,500 -30,480 86.8 
RF10 1100 41,000 48,386 -6.9 
   Average 46.4 
 
It is apparent from these figures that a wide range of payment rates would 
be necessary to maintain an individual farm’s profitability at the base line 
level.  The range is from £–6.9/ha to £86.8/ha, with an average of 
£46.4/ha.  The negative value for the largest farm (RF10) suggests that 
the extensification premia available under Agenda 2000 would increase 
the revenue of this already extensively-managed farm without any need 
for further production adjustments i.e. any area payments could be 
viewed as a windfall gain for this farm.  It is worth noting that although a 
number of the estimated payment rates are high, this does not necessarily 
imply a large increase in overall HLCA expenditure but rather a 
redistribution of current expenditure.  This is particularly so if some 
targeting mechanism were to be employed. 
 
                                                          
3
  Includes current agri-environment payments 
4
  Excludes agri-environment payments and post-Agenda 2000 headage payments, other than 
extensification premia 
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To extend this analysis to determine the average per hectare payment per 
farm type for a geographical area beyond the 10 farms surveyed in the 
North Pennines and Yorkshire Dales it is necessary first to obtain more 
data on the joint-distribution of farm types and sizes. 
 
5.2 Farmers' statements 
 
In the course of interviews to discuss the likely second-order effects, the 
general reactions and thoughts of the farmers involved in this project 
were noted.  The exchange of views with the farmers is felt to be an 
important part of the project.  This section offers a summary of the 
opinions and statements expressed regarding CAP reform and the 
adoption of further decoupling support measures such as the modelled 
revised agri-environment scheme.  These views touch on: intensification 
or extensification; reduction in livestock numbers; loss of suckler cow 
herds; diversification; and the move to part-time farming. 
 
5.2.1 Intensify or extensify? 
 
A number of farmers stated that they would still think about intensifying 
production in the light of current economic and political developments 
under Agenda 2000.  Given that a number of farmers will react in the 
same manner, this reinforces the notion that targeting may be required if 
conservation objectives are to be achieved. 
 
If LFA payments are paid on an area basis then they must include 
additional agri-environmental conditions to explicitly encourage 
extensive farming systems. 
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Agri-environment schemes should use a yearly stocking rate so that some 
flexibility can be incorporated into the system around critical periods of 
the year.  For example, in the summer when the cows are out and the hay 
meadows are shut-up for the hay crop. 
 
If market support for sheep was decreased and SAP was correspondingly 
increased (as per beef reforms), there would not be full decoupling and 
the incentive would still remain to increase sheep numbers. 
 
If stock numbers were greatly reduced then farmers would have an 
increased reliance on direct income payments, although it was noted that 
many hill and upland farms are already heavily reliant upon commodity 
support payments. 
 
5.2.2 Loss of suckler cow herds / adoption of less labour intensive 
farming practices 
 
Increased pressure on the farm unit would be met initially by removing 
the suckler cow herd to save on labour input (family labour) and instead 
taking on store cattle to fatten over the summer months.  Further shifts 
into sheep production were highlighted. 
 
As farms become more extensive, farmers may react by adopting more 
traditional breeds that require less labour input. 
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5.2.3 Economic rationalisation, diversification and the move to part-time 
farming 
 
In the opinion of some of the farmers interviewed, an economically 
viable hill farm rearing sheep and suckler cows must carry around 1000 
sheep and 40 suckler cows.  This estimate is based on the assumption that 
no additional employed labour is required i.e. the farmer and his family 
supplying the necessary labour.  This clearly has implications for the 
development of an integrated rural policy since employment on farms 
would not be able to supply the needed jobs. 
 
General concern was expressed that many farms would be incorporated 
into larger farms or become part-time farms.  Examples of part-time 
farms already exist, for example, with sons of the farmer already in 
alternative part-time employment (on one farm the sons had jobs in the 
local auction mart and as a waller).  If conditions worsened significantly 
farmers would look to increase this off-farm work. 
 
5.3 Environmental implications 
 
The North Pennines is an area of outstanding natural heritage.  The area 
of land proposed as Natura 2000 sites demonstrates the importance of the 
area for biodiversity.  Approximately 150,000 ha of land, principally 
heather moorland and limestone pavement and grassland, falls within 
potential SPA/SAC designation.  This area also contains the largest 
concentration of traditionally managed herb-rich meadow and pastures in 
England.  Of particular note are the Northern Hay Meadows, 
characterised by the presence of wood crane’s-bill.  The importance of 
the traditional link between the wildlife and farming management is 
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recognised through the designation of the Pennine Dales Environmentally 
Sensitive Area (ESA) under Article 19 of the EC Structural Reg. 797/85. 
 
Livestock farming is the main influence on the wildlife of the area with 
farming practices having moulded the environment for centuries.  The 
habitats of the area depend on sensitive agricultural management, in 
particular extensive pastoral and mixed farming systems.  The key 
objective for the Wildlife and Countryside Agencies is to maintain (or 
achieve) livestock farming regimes which provide environmentally 
sustainable levels of grazing. 
 
5.3.1 Stock numbers 
 
Sheep numbers in the Yorkshire Dales have increased by over 65%, some 
325,000 sheep, since 1954 (Evans, 1996) and by 55% in the North 
Pennines between 1975 and 1994  (English Nature, 1996).  The increase 
in sheep numbers has been widely stated as a reason for biodiversity 
losses in the area.  These include not only the well documented effects on 
heather moorland but also detrimental effects on other habitats from 
limestone grasslands to woodlands to river floodplains.  For instance, 
only 50% of the moorland area retains good heather cover and the 
majority of woodlands are threatened by grazing. 
 
It was generally accepted by farmers throughout this study that stock 
numbers in the area are presently too high. In fact results presented here 
suggest that overall stocking levels may be up to 30% above the 
environmental carrying capacity of the land area.   Farmers stated 
consistently that if reasonable incentives for reducing stock were 
introduced they would be readily taken up.  At present no scheme in the 
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North Pennines addresses successfully the basic problem of too many 
livestock (particularly sheep).  Reducing grazing levels remains a key 
issue in achieving biodiversity objectives for the study area. 
 
5.3.2 The environmental value of cattle and sheep 
 
The value of cattle, not only as non-selective grazers, but also for 
aftermath grazing of meadows, and for the supply of farmyard manure is 
widely recognised.  It is also acknowledged locally that much land of 
high nature conservation value (including land within SCSI/SAC) is 
losing conservation interest due to a move from mixed to sheep only 
grazing (English Nature, pers. com).   
 
Presentation of the financial results to the farmers involved in this study 
resulted in several key messages.  A common theme was that keeping 
cattle was not worthwhile financially but that many farmers kept them 
simply as they valued the farmyard manure.  Loss of small suckler cow 
herds is already happening at an alarming rate in the area and some areas 
of nature conservation importance are already suffering from this 
undesirable shift in the balance between cattle and sheep. 
 
It is widely recognised that a reduction in sheep numbers across the LFA 
will reap major environmental benefits.  This study has attempted to 
address this issue through the modelling of increasing environmental 
conditions contained within the proposed agri-environment schemes.  
One worrying message to come from the farming community throughout 
this study is that in at least 50% of cases, if major stock reductions were 
required through any revised agri-environment scheme, they would 
consider selling their cattle enterprise first.  In fact with the introduction 
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of the ESA scheme several farms sold off their cattle to concentrate on 
sheep.  This has serious implications for the development of new schemes 
or for any future re-direction of support payments. 
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6. DISCUSSION 
 
The 10 case-study farms included in this research vary in terms of size 
and enterprise mix.  Nevertheless, some common response patterns may 
be identified from the results presented in the previous section.  It should 
be reiterated at this point that the modelling undertaken was based on the 
draft Agenda 2000 proposals.  These have subsequently been revised and 
agreed.  However, the revised proposals are sufficiently similar to the 
proposals modelled here to allow confidence in the general applicability 
of the results.  That is, although the quantitative values may now be 
imprecise, the directions and magnitudes of changes in these values are 
reasonable. 
 
First, the estimates produced from this exercise suggest that farmers 
generally are not going to lose out financially from a switch to area-based 
HLCA payments.  Some farmers could make substantial gains, notably 
large extensive farms based primarily on sheep production.   
 
Second, the view from the farmers themselves was that they were 
concerned not only with the losses in income associated with reductions 
in commodity support prices, but also with reductions in livestock 
numbers that would be necessary to meet the stocking density 
requirements of the revised agri-environment scheme modelled here.  
Some farmers are already farming in a relatively extensive manner and 
therefore would not have to make large changes in practice to meet the 
requirements of Tier-1 under the proposed scheme.  However, there are a 
small number of intensive producers left in the hills and uplands who 
would find it difficult to meet Tier-1 levels and face substantial changes 
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to meet the requirements of a Tier-2 agreement.  These farms would 
require relatively high compensatory area payment rates. 
 
Third, the switch to area-based LFA payments tends to benefit the farms 
within the study area since they are generally large (area) farms.  
Imposing a ceiling for payment levels then becomes an issue.  It should 
also be noted that changes in the support structure towards area-based 
payments will lead to further capitalisation of these income streams into 
higher land prices.  This is to be expected, and has happened with 
headage payment system.  What is more uncertain is the speed at which 
this will occur.  With a more transparent support system, the 
capitalisation into higher land prices would be expected to be more rapid.  
The switch in support from being tied to the number of livestock to being 
tied to the land area will affect all tenant farmers since the support will be 
capitalised into land prices instead of into livestock prices.  The reduction 
in livestock value will also hit the older tenant farmers looking to realise 
the capital value of their livestock for retirement purposes. 
 
Fourth, the larger the region over which the payments are standard the 
more redistribution of income will occur between regions (Egdell, 1997). 
 
Fifth, area payments lead to the redistribution of income between farm 
types, with extensive farms gaining at the expense of the intensive.  Area 
payments will decrease the variation in land values between land of 
different qualities unless a differentiated system is employed. 
 
Sixth, the present system of extensification payments and headage-based 
payments sends out mixed messages to farmers.  Extensification 
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payments encourage lower stocking densities whilst headage-based 
payments encourage higher stocking densities (Tate and Park, 1998). 
 
Interviews with the farmers to identify immediate quantitative second-
order effects also revealed qualitative information regarding farmers' 
perceptions of policy reforms and likely on-farm adjustments in the 
medium to long-term.  Because of the particular local relevance key 
elements of this qualitative information may be paraphrased as follows: 
 
• Several farmers expressed an opinion that they would shed all of their 
cattle, retaining only sheep.  This has clear environmental 
management implications since cattle and sheep have differential 
grazing habits, and encouraging sustainable cattle grazing may be 
desirable in upland areas. 
 
• The majority of farms in the study area can adapt to Tier-1 
requirements with relatively little effort, but compliance with Tier-2 
would require considerable on-farm adjustment.  This suggests that 
achieving a minimum, common level of environmental management 
may be relatively easy (but possibly expensive if current income 
levels are to be maintained), but higher standards may require higher 
payment levels and/or targeting. 
 
• Farms will increase in size, either through renting adjacent land or by 
amalgamating with adjacent farms.  Some farmers would consider 
relocating. 
 
• Several farmers regard the existing geographical boundary of the LFA 
as inappropriate.  For example, the DA/SDA split does not accurately 
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reflect land quality differences within the LFA.  Targeting payments 
to high conservation value areas appears to be acceptable. 
 
• In the long-run, there will be a move towards farms receiving the 
majority of income as direct payments instead of production-related 
payments, albeit heavily supported.  This reflects a change in 
emphasis to one where farmers are paid directly to produce public 
goods, such as habitats and landscapes, instead of producing them as a 
by-product of agricultural production. 
 
• A perception problem exists with agri-environment schemes since 
farmers frequently talked of a decrease in income.  However, the 
evidence from this exercise shows that, after readjustments have been 
made to input levels, many farmers are likely to be better off (due to 
the introduction of the revised agri-environment scheme) and farming 
in a more extensive manner. 
 
Finally to summarise the main findings of the modelling exercise.  The 
major beneficiaries of the switch to area-based payments linked to a 
minimum environmental requirements are the large extensive sheep 
producers.  This is especially true if payment ceilings are not introduced. 
 
The major losers associated with these proposed changes are small farms 
and cattle enterprises since Agenda 2000 concentrates only on reform of 
the cattle sector and does not include any reform of the sheep sector.  
Even from this small sample, there is evidence that upland dairy and 
suckler cow herds are less profitable and more labour intensive than 
sheep enterprise.  A strong possibility exists that there will be a continued 
shift out of cattle production unless cattle producers in the hill and 
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uplands receive targeted payments.  This suggests a potential role for the 
UK Government to target payments to cattle farms in areas of high nature 
conservation, possibly through the use of ‘national envelopes’. 
 40
7. CONCLUSIONS 
 
This piece of research has been commissioned to investigate the effects of 
the Agenda 2000 CAP Reform on the farm business in the North 
Pennines and Yorkshire Dales Natural Areas of Northern England.  These 
farms are typically hill and upland livestock rearing enterprises on semi-
natural grassland habitats.  Agenda 2000 continues the process of long 
term reform of the CAP with continued reductions in commodity prices 
and increases in livestock headage and crop area premia.  Agenda 2000 
also includes reform of the LFA policy with headage support payments 
being replaced with area-based payments.  This change in overall support 
to farmers continues the decoupling of support away from production 
allowing reduced production intensity.  This may promote a shift back to 
extensive methods of production in the hill and upland areas. 
 
The modelling exercise sampled only 10 farms, but showed a number of 
interesting and potentially important results.  First, although there was 
some variation between farms, there were few losers under the proposed 
agri-environment schemes (once second-order adjustments to input and 
output mixes had been made).  Second, the sample of farmers generally 
welcomed the policy shift towards more extensive production.  However, 
it should be noted that this may be a biased response, given that all of the 
farms are already enrolled in at least one current agri-environment 
scheme: other farmers may not react so positively.  Third, the proposed 
agri-environment scheme achieves reductions in livestock numbers.  
Fourth, however, these reductions may be achieved by the further loss of 
cattle.  This would continue the existing trend towards sheep 
specialisation and highlights the need for sheep support policy to be 
reformed alongside other sectors. 
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Although there is some variation, the direct impacts of area-based LFA 
payments appear to provide no great financial adjustment problems to the 
majority of farms in this area.  In general the farms studied stated that the 
introduction of environmental conditions to LFA payments would 
provide no real hardship as they are already working under existing agri-
environment schemes.  In terms of direct environmental benefits, the shift 
to an LFA area-based payment (with conditions) will only have a small 
influence, particularly in this study area where environmental issues are 
already well established within the farming community.  The 
environmental standards suggested under this scheme were generally 
recognised as being an important first step towards an environmentally-
led payment system.  Indeed the only type of farm that appears to lose 
from the switch to area-based payments is the intensively stocked sheep 
and cattle enterprise. 
 
The other Agenda 2000 proposals (i.e. decoupling of support through 
reductions in commodity prices and increased payments on extensively 
reared livestock) are considered likely to have no major impacts on the 
local environment.  The major impact on the nature conservation resource 
in the area is excessive sheep numbers and unfortunately an opportunity 
for reform of the sheepmeat regime has been missed. 
 
The current agri-environment schemes in the study area were not 
designed on a whole-farm basis and hence fail to address overall farm 
stocking levels.  Although this has resulted in favourable management on 
agreement land, there are cases where stock has been moved onto land 
elsewhere on the farm.  In addition land has been intensified elsewhere to 
compensate for loss of grazing or reduced hay yields on agreement land. 
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Discussion of the revised agri-environment scheme demonstrated support 
from farmers for a whole farm approach covering the whole of the LFA.  
Introduction of such a scheme would promote a reduction in stocking 
levels across the area (i.e. somewhere in the region of a 25% reduction) 
nearer to the environmental carrying capacity of the land.  Beyond this 
basic level of environmental protection it was felt that additional 
environmental benefits should be achieved by a more flexible approach 
with more of a pick-and-choose menu (as with Countryside Stewardship).  
This approach would no doubt produce a more varied countryside and 
should result in a more cost-effective mechanism for targeting 
enhancement payments.  It is generally agreed that schemes need to be 
developed at a local level to allow them to be tailored to local needs. 
 
Finally, the Agenda 2000 agreement does not address the environmental 
problems that exist in the North Pennines and Yorkshire Dales Natural 
Areas.  In particular there are three main areas of concern.  First, Agenda 
2000 fails to reform support to the sheep sector.  Many farmers have 
reacted by continuing to move out of cattle production to concentrate 
solely on sheep production.  This has serious implications for the 
maintenance of biodiversity in the North Pennines and Yorkshire Dales 
Natural Areas.  Second, there appears to be no additional support for 
more extensive stocking levels that are necessary to maintain the rich 
biodiversity in the study area.  Third, the agreement contains no direct 
emphasis on the promotion of extensive cattle systems, although the use 
of the beef ‘national envelope’ may provide support for the extensive 
cattle systems if the UK Government decides to target payments to areas 
of high nature conservation. 
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Appendix A: LFA Environmental Conditions.  
General 
1.Do not damage or 
destroy any feature of 
existing nature 
conservation, 
archaeological, historic 
or geological interest. 
2.Do not exceed 
existing application 
rate of inorganic or 
organic fertiliser. 
3.When applying 
herbicides always use 
a weed wipe or spot 
treatment. 
4.Do not graze any 
land so as to cause 
poaching, over-grazing 
or under-grazing. 
5.Maintain existing 
boundaries in 
stockproof condition. 
6.Do not install any 
new drainage system 
or substantially alter 
existing drainage 
system. 
7.Obtain written 
advice prior to 
construction of roads, 
buildings or other 
engineering operations 
which do not require 
planning permission. 
8.When disposing of 
water from a modern 
Dirty Water collection 
system avoid applying 
to land of conservation 
value. 
9.Remove any farm 
rubbish or unused 
machinery. 
 
 
12.Dispose of 
chemicals (including 
sheep dip) safely. 
13.Abide by the 
Codes of Good 
Agricultural Practice 
for the Protection of 
Soil and Air. 
14.Do not pollute 
watercourses. 
15.Keep a record of 
your management. 
Meadow / Pasture 
In addition to 
GENERAL 
conditions: 
 
1.Do not plough, 
level or re-seed. 
2.Cultivate only with 
a chain harrow or 
roller and as early as 
possible in spring. 
  
 
Moorland 
 
In addition to 
GENERAL 
conditions: 
 
1. Do not plough, 
level, cultivate or 
reseed 
2.Do not apply 
fertilisers, manure or 
lime, 
3.Do not apply 
herbicides except to 
control invasive 
weeds. 
4.When applying 
herbicides always use 
a weed wipe or spot 
treatment. 
5.Keep stock feeding 
to a minimum and on 
agreed sites, feeding 
only with hay or nuts 
loosely spread.  
Mineral supplements 
may be used.  
6.Do not fodder on 
heather. 
7.Do not use 
fungicides or 
insecticides. 
8.Confine the use of 
vehicles to agreed 
routes. Do not 
damage wet ground 
or disturb breeding 
birds. 
Rough Grazing 
In addition to 
GENERAL and 
MEADOW/PASTURE 
conditions: 
 
1.Do not apply 
inorganic or artificial 
fertiliser. 
2. Do not cultivate. 
3.Do not apply 
herbicides except to 
control invasive weeds. 
4.Do not use fungicides 
and or insecticides. 
5.Do not apply lime or 
slag to reduce soil 
acidity 
 
Small Woodland 
 
In addition to 
GENERAL conditions: 
 
1.  Do not damage or 
destroy existing trees 
and woodland. 
2.Maintain all existing 
stockproof woodland as 
stockproof (80% grants 
will be available for 
initial boundary repair). 
 
Limestone Grass 
In addition to 
GENERAL and 
MEADOW/PASTURE: 
 
1.Retain all limestone 
features. 
2.Do not apply 
herbicides except to 
control invasive weeds. 
3.Do not use fungicides 
and or insecticides. 
4.Do not apply lime or 
slag to reduce soil 
acidity. 
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Appendix B:  Summary of prices and headage premia used. 
Payment category £ 
Milk 0.17/litre 
Beef cattle price 70 – 333 / head 
Finished lamb price 30 – 46 /head 
Store lamb price 22 – 72 / head 
Wool 1.50 / kilogram 
Suckler Cow Premium 138.60 / head 
Beef Special Premium 130.90 / head 
Extensification Premium 77 / head 
Sheep Annual Premium 19.04 / head 
 
It should be noted that the study commenced before the Agenda 2000 package was 
agreed, so the values used do not match precisely with the final announced policy 
outcome.  However, they are reasonably accurate.  It should also be noted that the 
price data are given as a range to reflect intra-farm differences in the age, weight and 
breed of livestock sold to market. 
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Appendix C: Revised Agri-environment Scheme. 
 
Meadow: 
TIER 1 
£120/ha/yr (min 1 yr) 
TIER 2 
£300/ha/yr (min 1 yr) 
In addition to HLCA conditions: 
 
1.Do not exceed existing level of 
inorganic fertiliser and in any case 
do not exceed 25kg nitrogen, 
12.5kg phosphate, 12.5kg potash 
per hectare per year applied in one 
application. 
2.You may apply lime to meadows 
at a rate of up to 5 tonnes per 
hectare and at intervals of not less 
than 8 years (or subject to a 
requirement being shown by a soil 
test). 
3.Do not exceed existing level of 
farm yard manure application and 
do not exceed 12.5 tonnes per 
hectare and apply in a single 
dressing.  Must be well rotted. 
4.Exclude stock from meadows at 
least seven weeks before the first 
cut for hay or silage and by 1 June 
at the latest. 
5. Do not cut for hay or silage 
before 8 July.  All meadows must 
have cut after 22 July at least once 
every five years or at least 20 % of 
meadows must be nominated to be 
cut after 22 July every year for the 
length of the agreement. 
6.If grass cut for silage wilt and 
turn it before removal and graze 
the aftermath. 
7.Do not use fungicides and 
insecticides.  
 In addition to TIER 1 conditions: 
 
1.Do not apply inorganic 
fertiliser. 
2.Apply no more than a single 
light dressing (4t/ha) of well 
rotted farmyard manure which has 
been produced on the farm or 20 
t/ha every 3-5 years. 
3.Exclude stock from meadow 
land by 15 May. 
4.No silage to be cut.  Do not cut 
for hay before July 15. 
5.Do not overgraze in spring and 
leave a sward height of 2.5 cm. 
6.Leave a buffer strip of an 
agreed width uncut adjacent to 
watercourses.  Extra grants (90%) 
may be available for  fencing. 
7.  Access routes to the 
watercourse for stock to drink  
should be agreed in advance.   
8.Graze aftermath with sheep or 
preferably cattle at an agreed 
stocking rate. 
 
Supplementary payments 
1.  No spring grazing 
4.  Cutting with finger rather than disc mower 
5.  Extra cutting to control coarse invasive species 
6.  Spreading hay from species rich grassland to introduce seed.  
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Pasture: 
TIER 1 
£60/ha/year (min 1 yr) 
TIER 2 
£150/ha/year (min 1 yr) 
In addition to HLCA 
conditions: 
 
1.Do not exceed 25kg 
nitrogen, 12.5kg phosphate, 
12.5kg potash per hectare per 
year applied in one 
application  
2. Do not exceed 12.5 tonnes 
of farmyard manure per 
hectare and apply in a single 
dressing.  Must be well rotted 
and from on the farm unit. 
3.  Agree an appropriate 
stocking rate that maintains 
the nature conservation value 
of the pasture.  This should 
not exceed an overall 
stocking rate of 0.6 LU per 
hectare (this can be varied 
over the course of a year to 
include periods with no stock 
and periods of higher 
stocking as long as the 
overall rate is achieved). 
4.Do not use fungicides and 
insecticides. 
5.Do not apply herbicides 
except to control invasive 
weeds 
6.  Do not apply lime or slag 
to reduce soil acidity 
In addition to TIER 1: 
 
1.Do not apply inorganic 
fertiliser. 
2. Do not apply manure  
3.  Agree an appropriate 
stocking rate that maintains 
the nature conservation 
value of the pasture.  This 
should not exceed an overall 
stocking rate of 0.24 LU per 
hectare (this can be varied 
over the course of a year to 
include periods with no 
stock and periods of higher 
stocking as long as the 
overall rate is achieved). 
4.Reduce stocking  for a 
period of 8 weeks between 
May and August. 
5. Carry out rabbit control 
where necessary 
6.Leave a buffer strip of an 
agreed width uncut adjacent 
to watercourses.  Extra 
grants (90%) may be 
available for  fencing. 
 
 
Allotment / Upland and Rough Grazing above the Moorland Line. 
 
In addition to HLCA conditions as for pasture with the following modifications: 
 
No TIER 3 
 
Under TIER 1 & 2 stocking should not normally exceed 0.25 and 0.12 LU/ha. 
 
Payment rates: TIER1 £20/ha/yr TIER2 £35/ha/yr  
 
Note: Any areas with suppressed dwarf shrub components should be entered under 
the moorland options. 
 
 50
Chalk and Limestone Grassland: 
TIER 1 
£60/ha/yr (min 1 yr) 
TIER 2 
£90/ha/yr (min 1 yr) 
In addition to HLCA 
conditions: 
 
1.Do not apply inorganic 
fertiliser 
2.Manage by light grazing 
with sheep and/or cattle for at 
least ten weeks in each year 
without damaging the sward.  
Achieve average sward 
height of 75 mm.  Stocking 
rate should not exceed 0.24 
LU/ha. 
3. Do not apply farmyard 
manure  
 
 
 
 
 
In addition to TIER 1: 
 
1.Reduce stocking rate to 
0.06 LU hectare in an 8 
week period between 1 May 
and 31 August. 
2. Graze land to a maximum 
stocking rate of 0.12 LU per 
hectare for the rest of the 
year.    
3.Cattle should preferably  
be grazed in summer. 
4. Carry  out rabbit control 
where necessary. 
5.Leave a buffer strip of an 
agreed width uncut adjacent 
to watercourses.  Extra 
grants (90%) may be 
available for  fencing. 
6. For some limestone 
pavement areas and 
woodland exclude stock 
completely or some limited 
grazing to maintain 
conservation value. 
7.  Agree to create or 
enhance areas of native 
trees and shrubs where 
appropriate (extra grants 
(90%) may be available for 
establishment costs). 
 8. Carry  out rabbit control 
where necessary 
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Dwarf-Shrub Moorland and Blanket Bog 
 
TIER 1 
1st 100ha £15/ha/yr 
Next 100ha £10/ha/yr 
Further land £1/ha/yr 
(min 5 years) 
TIER 2 
£45/ha/yr 
Enhancing heather moorland 
TIER 3 
yrs 1-5 £65/ha/yr 
yrs 6-10 £15/ha/yr 
(10 years) 
AGRICULTURAL 
MANAGER 
 
In addition to HLCA 
conditions: 
 
1.Winter grazing should not 
exceed  0.09LU/ha.  
2. Summer grazing should not 
exceed 0.12LU/ha 
3. Do not graze cattle on dwarf 
shrub ground. 
4. Shepherd stock over moor at 
least twice per week to avoid 
localised over-grazing. 
 
SPORTING MANAGER 
 
1. Agree a burning regime that 
includes defined areas to be left 
unburnt.   Burns should be no 
more than 50m wide.  Do not 
burn bog moss areas and dwarf 
shrub mixed with bracken or 
purple moor-grass. 
3. Control legitimate pest 
species keeping records for 
monitoring purposes. 
 
BOTH 
1.Discuss any proposals to 
control bracken. 
2.  Agree a plan to restore 
natural drainage patterns 
(additional payments (80%) will 
be available for grip blocking). 
3.  Agree a native tree planting 
programme for gill sides, 
bracken areas and larger blocks 
where appropriate (additional 
payments (80%) will be 
available for establishment 
costs). 
4. Do not cut rushes 
5.Carry out rabbit control 
programme 
Applies to land where heather 
comprises between 25 and 
50% of the sward. Summer 
and winter stocking levels will 
be set in accordance with the 
type and condition of 
vegetation on the moor. 
 
1.Maximum summer stocking 
level (lambing to tupping) of 
1.5 sheep/ha 
 
2.Maximum winter stocking 
level (tupping to lambing) 0.75 
sheep/ha) 
 
3. Supplementary feeding to be 
minimised as agreed.  
For regenerating suppressed 
dwarf shrub moor: applies to 
moorland where dwarf shrub 
comprises less than 25% of the 
sward.  To be successful some 
dwarf shrub should be present 
over more than a third of the 
area. 
 
1. Active shepherding may be 
necessary. 
2.No winter grazing in years 1-
5 until 40-50% dwarf shrub 
ground achieved 
3.In first year summer sheep 
between June and July and 
between April and July in 
subsequent years may lightly 
graze grass growth. Stocking 
rate should not exceed 0.06 
LU/ha and may be reduced still 
further after review in year 3. 
4. Exclude livestock at all 
other times. 
5. Where existing dwarf shrub 
is old and woody, it may be cut 
with a flail mower in 
October/November of the first 
year or burnt to encourage 
regeneration and to improve 
quality. 
6.After achieving 40-50% 
dwarf shrub cover, light winter 
grazing not exceeding 0.06 
LU/ha can be reintroduced to 
achieve 50-70% dwarf shrub 
cover by year 10. 
7.Summer sheep grazing can 
be increased progressively to a 
maximum of 0.12 LU/ha from 
lambing to tupping. 
8.After 50-70% established 
manage as TIER1. 
9.Carry out rabbit control 
programme 
  
 
